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The attached paper prepared by the State Department will serve as 
the basis of a discussion of issues arising out of the Czechoslovak 
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Council meeting is now scheduled for 5:00 P. M. , September 4. 
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The United States, Europe, and the Czechoslovakia 

Crisis 


I. Introduction 


The Czechoslovak crisis has raised grave issues 
for the United States and its Western European allies. 
It has cast into question such matters as the future 
of detente, the defensive capability of Western Europe, 
and the future of Communism and the independent states 
of Eastern Europe. 

The purpose of this paper is to examine the issues 
and the current and prospective means for meeting these 
problems by the United States and its allies. 

II. Detente 


The August 20-21 occupation of Czechoslovakia by 
the Warsaw Pact provided a cold douche for the future 
of detente, or the progressive rapprochement of East 
and West. In the late Sixties, the achievement of 
detente had become an important objective in the pol- 
icies of most Western European nations as well as the 
United States. It had become a key element in the work 
program of the North Atlantic Treaty Organization. 

But its assumed basis was seriously undermined by the 
Czechoslovak crisis. 

Most Western nations have reacted with strong 
expressions of disgust at, and disapproval of, the 
Warsaw Pact occupation of independent Czechoslovakia. 
There was almost universal support for the United 
Nations consideration of this problem and approbation 
for the resolution supported by the majority in the 
Security Council. 
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To give further meaning to their disapproval, 
most Western nations undertook to limit contacts with 
the Soviets and the occupying powers of the Warsaw 
Pact, and cancelled plans or proposed visits in the 
political and cultural fields. As the repression of 
Czechoslovakia continues, with the possibility of the 
installation of a ^ facto occupation regime, the dete- 
rioration of East-West contacts may well continue. 

These relatively limited actions do not necessar- 
ily preclude the possibility of return in due course 
to the pursuit of detente. The present disposition 
of many European nations is to avoid actions which 
might impair the eventual resumption of closer relations 
with the Soviet Union and the countries of Eastern 
Europe. The positions of the United Kingdom and the 
Government of France on this score are particularly 
apparent . 

US actions have so far generally paralleled those 
of its Western European allies. For the time being we 
are seeking a balanced approach that will satisfy the 
immediate objective of expressing censure of Soviet 
action without destroying overnight our longer-range 
goals. 

In the cultural field we propose the following 
criteria : 

a. Cancel or postpone highly visible exchanges 
susceptible to being interpreted as evidence of good- 
will or friendship toward the invading powers. (For 
example, the trip of the Minnasota Band to Russia.) 

b. We do not propose disrupting low-visibility 
exchanges already in progress. (For example, graduate 
students, individual scientists and researchers already 
on study tours.) But we should discourage new initia- 
tives . 
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c. We should avoid across-the-board restric- 
tive measures j such as indiscriminate restrictions on 
travel that could be construed as a return to the cold 
war. 

d. We should maintain exchange activities with 
Czechoslovakia to the extent possible, and with the 

s till -independent state o£ Romania, In Czechoslovakia, 
for instance, we should participate in the Trade Fair 
at Brno if the Czechoslovak Government decides to 
hold it . 

In the political and economic fields similar 
criteria should prevail. We are considering cancelling 
or discouraging activities such as the second inaugural 
flight of AEROFLOT. 

We might continue certain scientific and technical 
activities which are of special interest to us, such 
as oceanographic research and the renegotiation of 
the US -USSR Atlantic Fisheries Agreement. 

In the area of peace and security, important 
decisions will need to be taken. For example, should 
we agree to open missile talks at any definite early 
date. Similar decisions involve US participation in 
the solar eclipse experimentation in the USSR, US-USSR 
discussions on peaceful nuclear devices, etc. 

In the economic area we should discourage the 
development of new commercial activities with the 
aggressor states, and we are considering a curtailment 
of export licenses. 

Ill . The Defense of Western Europe 

The movement of Warsaw Pact forces into Czecho 
Slovakia and the continuing occupation of that country 
has obviously affected the military situation in Europe, 
The status quo has been changed. There are larger 
military forces present in Central Europe than at any ^ 
time since the post-war period. The military occupation 
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of Czechoslovakia puts Soviet forces in a country 
where they have not been since World War II. There 
is no assurance as yet that the Warsaw Pact forces 
will soon return to their deployment where they 
existed six weeks ago. 

The changed East-West military situation in 
Europe is of significance to the security of the 
United States and its allies. In the light of these 
developments V7e are reviewing with our allies what 
the implications may be for existing arrangements to 
provide for our common security. 

The principal forum for this review will be NA.T0. 
Since the onset of the Czech crisis, the NATO posture 
has combined three essential elements : (a) vigilance 

by the NATO political and military authorities; (b) a 
low public profile while the spotlight was on the 
United Nations; and (c) intensified consultations 
among the Allies regarding implications of the situa- 
tion for Western security interests. 

As a result of NATO consultations a number of 
issues require consideration. These are outlined 
below . 


A . Proposals for high-level NATO meetings 

Following a period of speculation and trial 
balloons - -inc luding Kiesinger's public mention of a 
Heads of Government meeting--the British on August 30 
took the initiative. They have sought our views on 
two alternative proposals. Both take account of the 
fact that Defense Ministers of seven NATO countries 
are already scheduled to meet in Bonn, October 10-11, 
as the Nuclear Planning Group (NPG) . 

The first alternative envisages postponing the 
NPG until the end of October or early November, ad- 
vancing the date of the usual year-end NATO meeting 
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to the end of October or early November, and holding 
both sessions in Brussels. The result would be a 
stock-taking meeting of Foreign and Defense Ministers 
to consider defense and political matters arising from 
the crisis. Like the normal December meeting, fourteen 
countries would meet to examine defense issues while 
the French would join them later to examine political 
problems. In the course of the three (or four) day 
session, the seven-nation NPG would meet for a day. 

The second alternative involves simply broadening 
the presently scheduled (October) NPG meeting to 
include all defense ministers (except presumably the 
French). The British favor the first alternative on 
political, psychological and practical grounds. It 
would permit a maximum amount of business to be trans- 
acted and avoid a "nuclear affairs" meeting as NATO's 
first major response to the Czech crisis. 

A key question, in either case, is whether the 
necessary groundv;ork can be laid in time to permit 
ministers to take substantive decisions. A meeting 
without concrete results could be disappointing for 
NATO as an organization and for public opinion. 

Another possible course would be to hold a 
special meeting of Foreign and Defense Ministers 
towards the end of September to issue a new program of 
work for NATO. The usual year -end meeting would be 
held in December. A September meeting would have the 
advantage of an early public response by NATO to the 
cris is . 

B. General Alliance policy on East-West Relations 

In connection with any special meeting. Ministers 
would have to decide whether the Czech crisis --and 
Soviet and Warsaw Pact policies demonstrated by recent 
events --call for any changes in Alliance policy objec- 
tives as stated in the Harmel Report (on future tasks 
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of the Alliance), the Reykjavik declaration on mutual 
force reductions, or other public pronouncements 
(such as on strategic concept) issued by NATO over 
the past two years. 

Our aim, and presumably that of all Member Govern- 
ments (with France a possible exception) would be to 
seek a strong public reaffirmation of the Alliance-- 
its defense and deterrent role - -X'jhile maintaining the 
long-range commitment to improved East -West relations. 

C . Strengthening NATO by extending the North 
Atlantic Treaty 

Italy has suggcs ted - -although not yet by formal 
proposal--that Member Governments consider strength- 
ening the Treaty by formal action to ascertain extended 
life°for NATO. Such action would make clear the Allies 
intent to refrain from exercising the right of with- 
drawal for an additional period of years (say, ten) 
beyond 1969. (Article 13 provides that, after^the 
Treaty has been in force for twenty years, a signatory 
state can withdraw on one year's notice.) 

The Allied Governments could act on this problem 
either by amending the Treaty or issuing individual 
declarations of intent to refrain from exercising the 
withdrawal right for, say, ten more years. 

Greater assurance about the Alliance's future 
would have favorable impact on (a) overall US -European 
relations and (b) specific issues, including the Non- 
Proliferation Treaty. 

This subject may arise in preliminary fashion, 
at least in the corridors, at any special NATO meeting 
held in the near future. Our current position is 
that the All iance will continue and need not be sub- 
ject to formal action. The Czechoslovak crisis raises 
issue of need for a more formal commitment. 
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D. NATO force levels and planninp; 

NATO is presently considering an urgent Military 
Committee proposal that member governments defer any 
further force reductions or redeployments pending NATO 
review of the overall situation. This proposal gives 
the United States difficulty because of the current 
examination of further economies in our defense estab- 
lishment in Europe. 

Beyond this immediate question, NATO must now 
reexamine its entire force posture and dispositions 
in Europe in light of such factors as what the invasion 
of Czechoslovakia showed about Soviet and Warsaw Pact 
operations and capabilities, and the fact that Soviet 
forces will probably be stationed on Czechoslovakia’s 
western frontier for an indefinite period. 

Apart from other US objectives that may emerge 
as a result of study, we will want to seek increased 
European contributions to their own defense. This 
could include improvement of reserves, equipment, and 
mobilization capabilities as well as any changes in 
standing forces. 

E . NATO strategy, crisis and alert procedures 

NATO's present strategic concept based on "flexible 
response" and "forward defense" is unlikely to be 
altered fundamentally as a result of the Czech crisis. 
But certain aspects, notably the doctrine of political 
warning time , will have to be reexamined. The doctrine 
envisages that, prior to any overt Warsaw Pact action 
against NiVTO, there would be a period of heightened 
tension and warning permitting the Allies to take 
necessary reinforcement measures. 

Closely related to the foregoing, some at least of 
the Allies will want reexamination of the reinforce- 
ment times, strategic mobility for redeploying US forces 
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to Europe, NATO alert and crisis procedures, and the 
efficiency of the early warning radar system covering 
the Central Front. 

F. The Mediterranean 

While the Czech crisis has focussed attention on 
the NATO Central Front, concern about Soviet pressures 
against Romania and Yugoslavia raises anew the 
problem of Mediterranean security. At the June meeting 
in Reykjavik NATO ministers gave various directives 
aimed at improving command arrangements, stand-by 
naval force dispositions, and surveillance activities. 
These were directed primarily at the increased Soviet 
naval presence in the Mediterranean. Recent events 
may require review and/or speeding up of NATO work 
on security in the Mediterranean and on NATO's south- 
eastern flank. 

G . The French attitude 

On all of the foregoing subjects, the French are 
in a special position for two reasons. First, they 
do not participate in most aspects of the integrated 
military system. Second, since the invasion of Czecho- 
slovakia, de Gaulle has reaffirmed his policy of 
opposition to "blocs". As a corollary, the French 
have been negative on the idea of special high-level 
western meet ings - -NATO , WEU, or European Community. 

In all probability, the French would, however, 
be represented at any Ministerial session of the North 
Atlantic Council. They would expect the Fourteen to 
meet without them for part of the session to deal with 
NATO military questions. The best hope for improving 
French cooperation in Eastern defense would probably 
be through practical steps - -improved liaison with the 
NATO military or improvement of French forces in 
Germany. The Germans are probably in the best position 
to sound out the French on these questions. 
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H. The key role of Germany 

The Federal Republic of Germany--on the Central 
Front with the largest land army of the continental 
allies--has been particularly hard hit by the Czecho- 
slovak crisis. The actions of the Warsaw Pact 
aggressor states have thrown into question the German 
policy of seeking better relations with the countries 
of Eastern Europe. Moreover, the rapidity with which 
the Soviet Union, with little apparent warning, under- 
took this action, has shaken German confidence in 
the warning time principle of the NA.T0 strategic 
concept . 

The Soviet actions have also caused a reexamina- 
tion of the German attitude towards signature of the 
Non-Proliferation Treaty (NPT) . While no public 
decision has been made on this subject the issue is 
obviously one nov; being subjected to re-appraisal. 

The Germans feel that to sign the NPT--with its 
duration--might well jeopardize their future security. 

The German press is heavy with charges of "super 
power complicity" in the Czechoslovak crisis and 
expressions of uneasy doubts of the ability of the US 
and other of Germany's allies to stand up to the 
Warsaw Pact. In addition, there is the problem of 
Berlin. The actions of the Warsaw Pact aggressor 
states, following upon the June actions of East 
Germany against Berlin, raise doubts in German minds 
about the future of that city which they regard as an 
important part of Free Germany. 

The result is a general malaise through Germany. 
Kiesinger reacted to this feeling in his recent inter- 
view when he urged a NATO summit meeting as a means 
of putting new life in NATO. 

Germany is key to the security of Europe and to 
the effective functioning of the NATO alliance. While 
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the current malaise may be founded on emotionalism 
rather than fact, it remains true that Germany is 
uneasy and disturbed. Such an attitude can have a 
multiplier effect throughout Europe unless steps are 
taken now to reaffirm the solidity and efficacy of 
Western defense within NATO. 

In short, high-level review and reappraisal by 
NATO nations could well be an important ingredient in 
calming the German attitude. It could also be an 
important factor in the continuance of constructive 
us/German relations. 

IV . Communism and the Future of Independent States 

of Eastern Europe 

A. The Communist World The USSR has become 

increasingly isolated within the international Commu- 
nist movement and has undercut its position of leader- 
ship because of its rigidity and inability to adjust 
to changing times. As things stand, the "Communist 
family" has now been reduced to "The Five": The USSR, 

Poland, Hungary, East Germany, and Bulgaria. Clearly 
this is too thin a margin of support even for Soviet 
foreign policy purposes. Moreover, the loyalty and 
stability of some of even these regimes is not beyond 
question. We may find that the domestic positions of 
Gomulka, and perhaps also of Kadar, have been weakened 
much more than now appears by their willingness to 
serve as the tools of Soviet intervention. 

B. Czechoslovakia The Soviet leaders may hope 
that a kind of balance can still somehow be struck in 
Czechoslovakia (as it has in different ways in Hungary 
and Poland, for example). This is far from certain. 

If the Czech leaders prove unable to keep order or if, 
keeping order, they end up with a sullen, despondent 
population that would leave the country as stagnant 

as it was before, Czechoslovakia may end up as little 
more than a Soviet military protectorate. 
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short-term at least, this would retard 
the whole process of normalization in Eastern Europe 
andperhaps even lead to more Soviet strong-arm actions 
against others vjho have not played the game by the 
Soviet script, e.g., Romania and, less likely, Yugo- 

eruption of Soviet imperial fury 
could have the most profound effect in the USSR itself 
leading to greater domestic repression but possibly 
also an upheaval shaking the regime to its foundations, 
it could also engage Western interests directly. 

One possibility of a calmer evolution lies in 
the eventual emergence of a new type of Soviet leader 
who recognizes that Soviet interests are best served 
by having neighboring countries pursue their own 

aspirations and interests, including a healthy friend- 
ship with the USSR. ^ ^irena 


_C. Rom ania We are carefully following all reports 
bearing upon a possible military action against Romania 
by the Soviet Union. Contingency papers have been 
prepared in the eventuality of an attack. 


The Piesident s strong statement on August 30 
against further aggression and Secretary Rusk's warnine 
to Dobrynin that night place the United States clearly 
on record and should leave no doubt in the Soviet mind 
as to our position. The response by Dobrynin on 
August 31 may indicate that the Soviets have taken full 
account of the U.S. position. 
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Dear Mr. Helms: 


I want to put on the record our appreciation of the support 
services the National Security Council staff receives from 
your personnel office. 


NSC 


Recently I learned that 


had been shifted to 


another office. Even thougn late, i want you to know that 
we are indebted to him for his cooperation and understanding 
of our exacting personnel requirements. 
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I am also appreciative of the superior service given us by 
the Personnel Director's staff assistants -- [ 

I I | l They understand 
thorougniy our special requirements and cooperate to the 
fullest with the NSC administrative office in selecting and 
assigning Agency personnel of the highest caliber to work 
in the NSC area. 


Would you be good enough to convey my personal thanks to 
each for a consistently high standard of performance in 
support of the National Security Council. 


Sincerely, 




'1 




Bromley Smith 
Executive Secretary 
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Honorable Richard Helms 
Director 

Central Intelligence Agency 
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Current NATO Issues 

Discussion of State Department paper circulated to Coxincil 
members on June 17, 1968. 
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MEMORANDUM FOR THE NATIONAL SECURITY COUNCIL 


The attached paper prepared by the State Department will serve 
as the basis of a discussion of current NATO issues at the National 
Security Council meeting scheduled for noon, June 19. 


Bromley Smith 
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The Reykjavik Ministerial Meeting of NATO 


A. Background 


The North Atlantic Council, in Ministerial session of 
Foreign Ministers v/ill meet in Reykjavik, Iceland, June 24-25. 
This v/ill be the first time that Iceland, a small but 
strategically located country of 200,000 people, has been 
the host for a NATO meeting. 

This session takes place less than one year before 
the 20th anniversary of the creation of NATO as a defense 
Alliance to deter aggression against Western Europe. 

« 

As the Soviet Union emerged from Stalinist influence, 
the nature of the threat changed. Today, the polycentric 
tendencies within the Communist world, the evolution of 
Soviet society, plus affluence in the West, obscure the 
fact that mounting Soviet capabilities still pose a danger 
to Western European security. 

Europe, long ago recovered from the effects of World 
War II, nov; faces problems common to affluent societies. 

Stable, prosperous and slightly smug. Western Europe has 
suddenly broken out in a rash of political and social crises. 

Among NATO m.erabers , France and Canada v/ill have elections 
at the time of the NATO meeting. Italy and Belgium are 
trying to form governments. The US is in the process of 
preparing for Presidential elections. Greece is confronted 
with a junta looking for a nationally approved constitution. 

The faltering British pound has created hesvy pressure on 
the international monetary system. Despite all this, most 
of Europe has ample foreign exchange reserves and remains 
confident and firm. The economic structure is essentially 
sound . 

In this atmosphere, NATO's continued functioning on a 
broad front - military and political - constitutes a welcome 
element of stability, despite some strains within the Alliance. 
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B . Principal Issues at Reykjavik 

1. EAST-VJEST RELATIONS 


2 


The Ministers will discuss the general question of 
East-V?est relations. Views will be exchanged on recent 
developraents in Czechoslovakia, East Gerraany and Berlin. 

It is expected that the German Foreign Minister v/ill report 
on the Federal Republic's relations with Eastern European 
countries in furtherance of its Ost-Politik. The improve- 
ment of relations between East and West, and such matters 
as European security, v/ill also be discussed. 

2. MEDITERRANEAN SECURITY - 


Security developments in the Mediterranean v;ill be 
an important issue in the meeting. The Ministers will address 
particularly the impact on NATO, and the NATO area, of 
increasing Soviet penetration into the Mediterranean, Ways 
and means of countering this growing military power in the 
Mediterranean will also be examined and recomr.iendations 
considered on increased surveillance by NATO countries of 
USSR fleet movements, and the adoption of a watching brief 
for Brosio. 

3. MUTUAL FORCE REDUCTION S 

The Foreign Ministers will also take up mutual force 
reductions. In February President Johnson indicated to 
NATO Secretary Brosio that "maintenance of NATO's strength, 
including the US commitment, is necessary to continuing 
stability and security in the North Atlantic area. This 
stability and security provides the basis for exploring 
with the USSR the possibility of mutual force reductions." 

This question is under intensive study within NATO. 

The US has proposed for consideration at Reykjavik a resolution 
(declaration) on this issue which indicates NATO is studying 
the problem, expresses the hope that the USSR and other 
countries of Eastern Europe will also study it and be 
prepared at the proper time to explore such reductions 
together. The overall military capability of the Alliance 
should not be reduced except as a part of a pattern of 
mutual force reductions balanced in scope and timing. 
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4. NPT 

The negotiations of the Nuclear Non-Proliferation 
Treaty have been the subject of intensive consultations in 
NATO. The Germans and others wish to discuss some of the 
implications of this Treaty at Reykjavik. The non-nuclear 
NATO pov/ers have been concerned that their signing the 
Treaty v7ould impair their security, especially in the 
nuclear field, particularly should the NPT duration outlast 
NATO. We have tried to meet their legitimate concerns and 
persuade them to support the NPT, and are prepared to make 
a supporting statement at Reykjavik on our continued 
commitment to NATO as an instrument for peace and stability 
in Europe . 


5. OTHER MATTERS 

General tour d' horizon - the meeting v/ill permit each 
Foreign Minister to give his views of the overall inter- 
national situation. Secretary Rusk plans to meet in 
restricted session to discuss Vietnam and the European 
views on what they v/ould like to see develop in Southeast 
Asia after peace is achieved. 

C. Long Range Problems and Outlook for the Future 


Above and beyond the issues on the official agenda at 
Reykjavik, certain general problems confront NATO: 

1. FUTURE VIABILITY OF NATO 


Foreij'iost among these is the question of the future 
of the Alliance. French withdrawal from the integrated 
military aspects of NATO in 1966 caused many skeptics to 
doubt at that tim.e v;hether the Alliance would have continued 
viability. The work of the organization since then has 
demonstrated that it can adjust to new conditions and 
continue as the keystone of Western collective security, 
even v/ithout French participation in its military aspects. 

We anticipate that there will be continued support 
for NATO by the member governments. The governments parti- 
cipating in its military structure continue to recognize 
that collective security is the most effective way to ensure 
national security. The French attitude notwithstanding, 
we do not anticipate any members will take advantage of 
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I . Germany in Perspective 

The advent of the present Bonn Government in December 1966 
marks a turning point in German-American relations. The 
Adenauer-Erhard years were years of German dependence upon 
the United States, with the FRG accepting U.S. tutelage in 
return for our security guarantees and our support for German 
effoirts to rebuild a prosperous and respected nation. The 
fall of Erhard late in 1966, and the creation of the Kiesinger- 
Brandt government, signalled the evolution of German policy 
toward greater emphasis on the pursuit of reunification of 
their divided nation. The relative absence of crisis in 
Europe and the public belief that Soviet aggression had 
become somewhat less likely; the growth of a detente 
psychology; the passage of years since 1945 and the erosion 
of the post-war fears and sense of guilt; de Gaulle's 
rekiiidling of nationalism first in France and then elsewhere 
in Europe; all contributed to a greater German sense of 
independence from tutelage, and more active efforts to lay 
the groundv7ork for eventual reunification. In Germany, how- 
ever, this has taken place without serious strain on FRG 
ties with NATO, and without rupturing cooperation and partner- 
ship with the U»S. NATO and the U.S. are still regarded in 
Germany as the basis of security on which German efforts to 
pursue I'eunif ication rest. 

The Kiesinger-Brandt government's main single policy 
innovation has been the pursuit of a more flexible Eastern 
policy aimed at opening a dialogue with the Soviet Union, 
improving relations with the Eastern European states, and 
seeking to extend the FRG ' s ties with East Germany (short 
of recognition). The FRG regards improved relations with 
the East as a contribution to European peace and stability; 
but, at least equally important, it is a necessary prelude 
to progress toward reunification. The results of this policy 
up to now have been modest. This is not surprising. The 
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Article XIII of the 
of v;ithdrawal after 
1969. 



North Atlantic Treaty and give notice 
its anniversary date (20 years) in 


2 . GREECE 


Developments in Greece with the take-over of the 
government by a military junta have strained the bonds of 
the Alliance. Many NATO governments, notably in Scandinavia, 
the Low Countries and the UK have been sharply critical 
of the Greek regime. Pressures have been exerted in these 
countries to isolate Greece vjithin the Alliance, if not 
to expel it, pending a return to constitutionality. While 
Greece remains a full, interested and essential participant 
in the Alliance, the Greek problem remains as a divisive 
factor . 

3. BURD EN SHAR ING 

We keep tryin- to persuade the Europeans to increase 
their ov?n defense efforts in various ways, but this effort 
has met with little positive response to date. Nevertheless, 
vje have negotiated successfully with some of our Allies on 
a bilateral basis in order to neutralize the balance of 
payments impact of our military expenditures. Arrangements 
for substantial neutralization have been concluded with the 
Germans and the Belgians. Similar arrangements are well on 
the way to completion with the Danes, the Dutch and the 
Italians . 

D . Rey kjavik and the Continued Importance of NATO to US 

NATO remains essential to US security: 

1. In view of the current pattern of Soviet activity 
and current developments affecting Western and Eastern 
political stability, it is even more essential that the US 
maintain a consistent policy of support for a strong NATO, 

2. While maintaining this support, we must also be 
flexible enough to ensure that the Alliance is responsive 
to opportunities for easing tensions in Europe. NATO can 
become an increasingly effective instrument of detente. 
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3. We shall continue to study within NATO the possi- 
bilities for exploring, with the Soviet Union and other 
countries of Eastern Europe, mutual force reductions. 
Concentration will be primarily on the Central Region of 
NATO in light of the heavy confrontation there of forces 
of NATO and the Warsaw Pact. Meanwhile, consistent with 
the President's discussion v/ith Brosio last February, we 
should strive to maintain overall NATO military strength. 
Unilateral troop reductions could undermine current efforts 
tov'ard a balanced mutual reduction of forces. 

4. In the Mediterranean area, v/e see the Soviet threat 
as being primarily political, and we are recommending a set 
of modest, non-provocative political-military responses 

by NATO to this threat. 

5. Through the mechanism of the Nuclear Planning 
Group, we are studying v;ays for increased national parti- 
cipation -- and thereby understanding -- in military nuclear 
planning and for developing a sounder basis for NATO mili- 
tary planning with respect to the use of tactical nuclear 
weapons . 

6. We shall continue to try to work out arrangements 
to neutralize the effects of our military presence in Europe 
upon our balance of payments. 

7. We are coirmiitted through CY 1968 on US force levels 
in NATO. These US forces in Europe contribute to both the 
nuclear and conventional defense of the North Atlantic area. 
The US forces in Europe are a part of NATO's conventional 
defenses as v.’oll as acting as custodians for the tactical 
nuclear weapons that we maintain there. They also provide 

an essential institutional link between NATO's conventional 
forces, largely supplied by the Europeans, and the strategic 
nuclear weapons which are almost wholly Tuner ican. In addi- 
tion, these units are an earnest of TUnerican leadership in 
the Alliance. 

8. For the future we must examine means for getting 
greater European participation in the defense of Europe, 
such as a European Defense Organization, or capitalizing 
on the U.K. interest in the Continent as the result of its 
withdrawals East of Suez. 
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CONFIDENTIAL 


June 3, 1968 


NATIONAL SECURITY COUNCIL MEETING NO. 586 
June 5, 1968 -- 12:00 noon 
AGENDA 


Current Issues Affecting US-UK Relations 


Discussion of State Department paper circulated to Council 
members on June 3, 1968 including the effect on the UK of the current 
situation in France. 
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NATIONAL SECURITY COUNCIL 

WASHINGTON, D.C. E0506 


SECRET 


June 3 , 1968 


MEMORANDUM FOR THE NATIONAL SECURITY COUNCIL 


The attached paper prepared by the State Department will serve as 
a basis of a duscussion of current issues affecting our relations with 
Great Britain at the National Security Council meeting scheduled for 
noon, June 5 . 

The effect of developments in France on the issues included in the 
paper will be discussed by the Secretary of State at the meeting. 


Bromley Smith 


SECRET 
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I. IvrRECVIONS OF UK POLICY 


Bi'i Inin ' s seve; c econoiilc prolslcms have shaken the 
1 ntoi-na ticnal inoiietary sys':c’ni and sealed a historic trans- 
fonaation of Bjritish foreicyi policy. 

The financial pressinres of last November forced the UK 
to devalue the pound (from $2.80 to $2,'^i0). That decision 
ruarked tlio fail.urc: of Labour's previous policy of demi- 
austcrity and necessitated scvej'c budget cuts. Devaluation 
was follov’cd by anot’ner rejection by dc Gaulle of the UK's 
C;om;r;on Mai'kct bid. These sctbac’.cs led to a vridespread public 
loss of confidcTice in Labour and j.n Wilson. A change in 
l.nbour leadership in the coming raonths, thougli remote, is no 
]. on g 0 r ou t o f t ii o: quo s t i on . 

The Bri. Lish Governraen t ' s vital objective is to make a 
success of last November's de va luia t ion . Britain is seeking 
to achieve a Ll,000 rnj.llion ($2. A billion) turnaround in its 
balance of payments, i.e. to move from a deficit of over 
InTOO nril.lion in 1967 to a sustained surplus at the rate of 
B500 million beginning in 1969. 

The necessity of success has produced nev; policies far 
from Labour's socialist ideology: curtailed public spending, 

even in the vjelfare sector; a mandatory prices and incoraes 
policy closely correlated to productivity; and rigorous 
measures to reduce domestic demand iii order to shift resources 
into exports and private investment. Cooperation from the 
dom.estic sector and the patience of the international finan- 
cial co;!rriUnity are vital to Britain's success, but these 
factors ax'c not assui'cd and the outcome therefore is in doubt. 

Since November, t’ne direction of Britain's defense and 
foreign policy has become clearer and firaier. The Government 
has accelerated curtailment of v.'or ld-v;ide commiitmen ts and 
cla):if ica tion of its policy toward Fuiropc . Still, the process 
is far from coiaplete. Continued frustration of Britain's new 
European vocation nourishes traditional British parochialism, 
resent 'ont toward France, and suspicion of Germany, Conserva- 
tive: Party leaders have attacked the Governraent ' s "retreat 
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fLO;u Enst of Suo;^';," but l'>Gf6j:c’ they can come to po’oer, Lae 
cutbc'C-ks V7?ll prohabl-y have gcane so far as to be irreparable. 
Thus 5 v:e can see the liritain of the future as, at best, a 
mi cldl G-si zed, European po'ucr, albeit one v?ith a nuclcar 
canahiiity,a residual sense of extra-European responsibility, 
\ -T- a n cl , r, a cf-rniio, nc u fa\n)red nartriGt 


and 
Cl f t h 


continniisg, if dimini slicd 


US 


II . US -UK REhAl’10‘:iS_AN]2^. u^^ 


Vie can expect British governments gradually to attenuate 
the "special irola tionship" as the pirospect of achieving their 
aims in Europe becomes more credible, but they v?ill not 
repudiate it entirely as long as it has advantages for them. 

Tiic UK conti-ULUCs to have economic and political assets 
c.drich can provide valuable support for our ov:n foreign policy 
objectives; foi- example, the British desire to pl.ay a con- 
structive role in Uestern European political affairs and to 
provide substantial amounts of foreign aid in the less 
developed v.mrld. In additi.on they still have extensive 
Conimonv.’ca]. I h contacts. These assets Vvould probably^bc 
strenethened by a victory in the next General Election of 
the Conservative Party , v.-’hich is currently running far ahead ^ 
of Labour in by-clcc tions , local elections, and publxc opinion 

polls . 


Ill . MAJOR PR OBLEM AREAS_ 


A. 


The Problem of SterlJjiL 


No one can be certain that the post-devaluation economic 
program v.’ill succeed in producing the necessary, enduring 
balance of payments surplus. The basic positive factors are, 
the competitive edge provided by devaluation, the buoyancy in 
Britain's main, cxpo)-t markets, and bold fiscal and monetary 
restraints on the doimestic economy. 


The negative factors are; 
organized labor's reluctance, 
v;C^ge rcsti'aint ; arcbai.c labor 


a history of repeated crises; 
if not unv?i.llingncss , to accept 
and management practices; a 
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stubbornly high level of liripor t d emend ; high interest rates 
in the US nnci in Uurope ; Ej'itain's ])recarious liquidity 
position; c-ontinuing nervousness about sterling; and the 
gcnco;al I)' precar ious interna tional monetary situa ti.on . 

The financial, v.’orld so far has patiently av.niited 
evidence that tlic UK is graduailly moving tov.’ard surplus. 

Sue]'. pa.tJ.encG is not unlimittci and could be cut short by 
v;ldc:spread strikes this summer or the collapse of the \cage 
restn.-alnt policy. Then the flnancicil vjorld may v’cl.l conclvide 
that Exilain's economic program is not going to succeed. This 
could lead to spo'Cula tl.vc selling of sterling, including 
lurtlic)' s\vit;cliing out of pounds by sterling area central banks. 

Bi'itairi has substantial rc'sovirccs in standby credits and 
sv?aps t:o help rrioet such an cvcntuali t.y . In a severe crisis 
they vrould need augiii'enl:a tion, 

US Position: It is Iriipoib.ant to us that the British 

economic program succeed. The consequences of failure were 
})orL rayed last No\ ember, v?hcn the fall of one reserve currency, 
stcn'ling, l.cd to severe prtnssurc on the dollar, to the gold 
crisis, to the foi.'ced termination of the "Gold Pool" arrange- 
ments, and to a largo decline in US gold reserves. If Britain 
fails to acid eve its balance of payments objective, there 
could be another deep sterling crisis which vjould put renevjed 
pressure of the most serious kind on the dollar. 

B . Br i.tal n ari d Eu r o p can D e fen se 

On February 19 IPIG announced that its defense cjill in 
the future be concentrated mainly in Europe and the North 
Atlantic art'a. On May 10 Defense Minister llcaley announced 
that \;ithdrav;als from the Far East and the Persian Gulf have 
enabled ILMG to make an immediate contribution to strengthening 
NATO’s forces in Europe and the Mediterranean along the follow- 
ing lines: (1) a mobile task force (some 20,000 men) will be 

sLationed in Britain but available for NATO defense; (2) an 
ampldbious tissk force wrlll be static>ned in European waters; 

(3) t'.vo frigates \;ill be kept in the Mediterranean ; (4) a 
squadro'n of reconnaissance aircraft v.’ill remain in Malta until 
1970; (5) in 1969, the UK is prepared to send a commando 
carrier vn'.th troops emharked to pa)‘ticipatc in NAl.O exercises 
in tlip Mcdi.t.orriU'ican . 
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o is also o'.ploi' Ing l;hc poasibrillLy of 5 ',ome modest 
(-C'ps tbat nii.giit ovo]\’e joito a kind of European defense 
;it;:_on :i.ri thc> NATO f rasacv.’ork . The British have in mind 
iy talking vui.tli the Kin.'opean Co;maunity nieaibcins (less 
ne.h) , and perhaps the Danes and Norwegians, about the 
Lity of cooperal;ion :ij-i tlie defense production and 
;,';CTiL field, Subseqiumtl.y , they V70uld hope to see a 
Imropcan Cc'iucus iii ItVi'O under vinich the nations con- 
could conceurt their ]^ositions on foj'ce levels, strategy, 
er epuastions in advirnce of discussions vjith us. 


Thus, by V 70 rking quietly v.’it’nin the established NATO 
f )'ci:i:Cv:'orh, the UK liopcs to be able to avoid another head--on 
ccdLlision v.uth the French vdiicdi v.'ould in turn frighten off 
the Gcrnians and otlier Europc'an ConQiunity members. This approach 
also asf.ures a close institutional link betv 7 ecn any future 
Li’i:op,;a:i oefense orgrraiza tion and the United States, as v?ell as 
v;j til the oLher allies. 


have been quietly encouraging the British in 
these efforts as they are consistent v;ith our lony-s tandine 
at trtuoe j.avorj.ng Ucstc'rn European cooperation and unification. 
If tlie Ih.'itlsh succeed, the result v;ould be an improved politi- 
cal balance 1 ti the Alliance, It v.^ould also improve prospects 
that: the European nicunbers toget:her could pick up more of the 
bu]'den of their own defense. Care must be exercised to avoid 
tl,c appc:arance of ari Anglo-Amei'ican initiative. 


C . The UK and- thc _ Europ ean Comraun iJ:_i c s_ Q^C]_ 

The United Kingdom is maintaining its application for full 
EC raembershiip . It has not endorsed recent proposals from among 
thc' Six for interim commercial arrangements. Foreign Secretary 
Ste\.’a]'t said recently that the> UK v;ould only be interested in 
"proposals coming from the si.x as a v.’hole v/hich are clearly 
and tmmn.s takably connected vrith our full mcnibership in the 
European Economic Community." The British see little prospect 
that the: Six \vj 11 be able to agree on acceptable interim 
pi C)posa Is . 

The French veto on British mcmbcrshi.p has not diminished 
support within Britain for full membership. The British 
Govej:nn:ent and, in general, the public seem to realize that 
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'j s no viol^lo all cirna L-ivo l o cnlo'y into the Coin^iuniti.cs . 
rroponcnts of a North Atlantic Free Trade Area (NAFTA) have 
^.'cncratecl little, British interest, in or 


outside tlic 


go ve rnfuent . 


The British are expected to make some nev? move to 
n-ainta j’.n forvard moYcment cm membership, perhaps this summer. 

} r i t a j n is [i ^ o s t 1 i k e ] y to p j; c>'p o sc; c o 1 a b o r a t i on. on r, i i 1 i t a r y - ■ 
pol.-jtieal reatters anci tcc.hnolo[;y vvhich are outside the clear 
responsil)! li ty of the Rome Treaty and v?hich it v’ould be easier 
for the Five to act upon v.xlthout openly provoking cle Gaulle. 


FS I'o.sition: The United States has long opposed EC preferen- 

tial tracking, arrangeraents v.'lth cOL-her Europeaii states unless 
these le.,d to full, mombersliip ceithin a reascmna.bl e period. 

Ihus VO welcome tl ic British stand against interim arrangements 
c.u’ tl; tlie Co:; :iiun]'- 1}' . Fc; do ncU. belic.ve that FAlJA is a pi.actic“.al 
or desirable altcn;natlve to Brit;lsh merabership in EC. 


I). Mgd^gjks^t 

Eritaiii no longer has the v.’ill, or can afford, to play a 
major sccui'ity role in the Mlcklle East. 

In continuing the pursuit of its econo:aic Interests, hov:- 
ever, R'-IG can be expected to rely increasingly on its diplomatic 
resources , mutual economic interest, and placating the Arabs 
on the- Arab-'Isracli issue. 

US Fosi.tion: We can constructively use Britain's residual 

politi.cai and economic influence in the Middle East, particu- 
larly with the Arab states, as part of our common desire to 
seek an cciultable and enduring settlement of the Arab-Isracli 
conflict and to resist rising Soviet influence. In the Persian 
Gulf, we specifically V7ish to (a) encourage the British to 
mai'itain as much of their present special role as long as 
possible; (b) encourage the Saudis and Iranians in particular 
to sol tic outstanding diffc;rences ; (c) encourage greater 

regional cconomi.c and polilical cooperation among the Gulf 
states; and (d) avoid an undue military buildup by littoral 
states v.hile recognizing that some increase in indigenous 
fo]:ces is no doubt inevi table . 

Sg 
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E. lli^ V/i i ridr;:v:a1 froia liiys io. /Siiif.apore 


Lost Ja’uinry 16, \'Jilson coi-mounc eci the vrithclrav.’al of all 
Brltisli military forces frau the Malaysia/Singaporc area by 
thc', end of 1971. 

The Lritj.sli declared that they vjould continue to meet 
their SEATO obligations after 1971 v.elthin tlie limits of tlieir 
rcsoLrrees and v.'Ould retain a "gciieral capability for deploy- 
ment overseas" if IIMG judged 5;ucli deployment necessary, 
however, tliey have declined to be dravjn out on the nature of 
this capalillity or liov.’ it vjill be brought to bear in Southeast 
A s i a . 


The phase-dov.m is calculated to minimi ze adverse effects 
on tiiG economies of Malaysia and Singapore, and give them 
time tc> Iniild up their own forces. A V7orking group of thc^ UK, 
Malaysia, and Singapore has begun discussing a proposed air 
defense system. A five-nation Defense Ministers' conference 
v.'ill be held in Kuala Lumpur in early June. 

Australia and New Zealand are unlikely alone to fill the 
vacuum v:hich v.uMl be created by thc UK's departure. They look 
forv.ard to a Coiiimomvea 1 th effort in this area. 

US Position: Ue regrc't this removal of an i.mportant element 

of m.ilitary and economic stability from Southeast Asia at a 
critical time, lie have no intention of expanding our commit- 
ments or responsibilities as a result of the British decision, 
l)Ut V 7 C maintain a keen interest in thc efforts of the Coiumon- 
v;ealth pccrtners to work out security arrangements necessary 
to assure continued stability in the area. 

The UK, rejecting the use of force, has been unable to 
bring an end to the illegal regime of Ian S.mith in spite of 
discussions, the UN voluntary sanctions program (November 1965), 
or the limited UN mandatory sanctions program (Deccraber 1966). 
Thc' sanctions program suffem; from the refusal of South Africa 
and Portugal to participate and from lax or incomplete corapli- 
nnee by Japan, West Germany, France, and other Indus triald.zcd 
countries. The Britisli insist that the best n-iethod of bringing 


■\ 
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p):c‘P;;iire o;i Sr.o_l:h is 
Coi’r^c'il is cc>iisick:r5i;; 
liioic coniprcheiis ive . 


Ll'irougli UN sanctions, and the Security 
g mnlclng sclcctt'd nhs.ndator}' sanctions 
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t . on s m o ] ■ o c o i ap r e ! i c n s i. v c, . Any 
sucli a UN resolution vjould havi 
relations \jith (:bc UK, other 
the United Nations gcncjrally. 


Various termina tioii provisions in the 1958 US-UK Agree- 
riciit for cooperatn'on on the uses of aitOiiiic enei'gy for defense 
pui'poBcs v.'ill soon come into play. The. intent of either the 
US or t’nc UK to tcriuinnto the excliam'-c of inf orina tiOii on nuclear 
v?ea:pons arnd/or mi.lit.ary rccsctors raust be accompanied by notice 
to tills effect to the other party by December 31, ].968. Lack- 
ing such notice, thect part of the Agreement dealing v.-'ir.h 
coopera tj on on inf orma. tioii v.n' 1 1 continue in force for at least 
five more years. Con t.inua t j on of cooperation on the exchan.ge 
of m' teriel beyond thc> end of 1969 v?!!! require a nev; agreement. 


In spite of their parlous financial-economic condition, 
the liritish intend for political reasons to retain membership 
in tlie nuclccsr club. They are curi'cntly considering alterna- 
tive i.isprovcmcn ts v.iiich vji].l cnad.)lc their Polaris missile 
force to penetrate Sovi.et misfn'lo defense systems. We expect 
that thiis su.'C'ner they v;ill ^!sk us for additional and continu- 
i n p a s s i s t n c c in th e s e en d e a v o r s . 

o 

^ i- h'-^C'Sti.on of future US policy in this field 
is nov.'' tmder reviev.’ i.n the IPsC/SlG mechani sra. Some of the long- 
tetTii factors udu.ch V7c must evaluate in reaching a deci.sion 
inclu.de (I) future US-UK bilateral relations; (2) UK's future 
rcla Lions v.’ith the EC; and (3) the pjrospects of a future 
European defense organization and European miclcar cooperation. 
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I1:-;G probably has a mixed react:ion t:o the current Frciich 
crisis. The }>ritl5;h may be expected privately to consiclcr 
that dc‘ Gaulle's dif f icul ti c'S should se):vc as a salutary 
shock to his repute tio]") , Ou the other handj they v:ould be 
apprehensive' about the unco'tain effects of political and 
economic instability in France, 


Current troubles in France are not likely to help the 
ViGar-term British economic position since? (1) any tremors 
in the international monctau'y systcra seem to reverberate 
against sterling; (2) a reducti.on iui French economic activity 
v.’il], hvirt British C'Xports to ]b-ance; and (3) v/cakness of 
Frencli exports in third raarkeLs v^ill offer Britain nevj 
op'P o r tun i tics on ly over the ] onge r t e rm , 


Ifj as seems lilecly, tlie Frcncli response to recent 
internal developments produces an expansionary, inflationary 
situation in the country, over the longer terra the balance 
of payments impact v'ould be adverse to France and presumably 
help to reduce the US and UK balance of payments deficits. 
Though v;e can visualize some weakening in the French balance 
of payixents, it is too early to judge vhethcr recent events 
vn'JJ. force the eventual devaluation of the franc. We should 
note that France has large reserves of gold and dollars v.’ith 
v;hich the franc can be defended. 
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CONFI0ENTIAL 


May 13, 1968 


NATIONAL SECURITY COUNCIL MEETING NO. 585 
May 15, 1968 -- 1:00 P.M. 

AGENDA 

U.S. Relations with Germany 

Discussion of State Department paper circulated to Council 
members on May 6, 1968. 


CONFIDENTIAL 
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NATIONAL SECURITY COUNCIL 
WASHINGTON. D.C. 2050« 



CONFI DBNTIAL 




May 6, 1968 


.MEMORANDUM FOR THE NATIONAL SECURITY COUNCIL 


The attached paper prepared by the State Department vdll 
serve as the basis of discussion of our policy toward Germany 
at a National Security Council Meeting ki 
pro bably tJiio woq1ci ~* ( 5 j l ^ ^ * 


Bromley Smith 


Cc \ 
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CONFIDgOTI/vL 

- 1 - 

Gcrman leaders have been aware that they are pursuing difficult 
and long-range goals with their Eastern policy, and that results 
v;ill be slow at best. 

II . U.S. Policy Objectives 

We seek, in the framev;ork of a stable and secure European 
conirnunity, a friendly unified peaceful and democratic Germany. 
With these goals in mind, our specific objectives are to 1) 
maintain the excellent and confident bilateral relations we enjoy 
with the Federal Republic at all levels; 2) encourage continuing 
German support of European integration; 3) promote continuing 
German confidence and participation in maintaining the security 
of the West within the NATO framework; 4) promote German co- 
operation in meeting global economic and financial problems; 

5) assure the continued freedom and viability of Berlin; and 

6) help promote the eventual peaceful reunification of Germany. 

III. Problem Areas 


A. Berlin - Our policy is to seek to preserve access to 
the city; maintain the confidence of the Berliners in our ability 
to keep the city free; and maintain Allied solidarity to the 
degree possible in the face of serious problems vjith France 
in matters external to Berlin but occasionally affecting Berlin 
directly. We must assure that our relations with Berlin officials 
are kept harmonious; and support the principle of close political 
and economic relations between Berlin and the Federal Republic 
but avoid allov;ing serious confrontations with the USSR over 
Berlin to develop, as far as this can be done without abandoning 
our responsibilities and rights. 

The Soviets have given the East German regime a certain 
amount of latitude on Berlin access matters. On March 10, the 
East Germans issued a “decree'* banning members of the right- 
radical NPD party of the FRG from traveling to and from Berlin. 
This was follovjed on April 13 by a ban on the travel of FRG 
cabinet members and other high FRG officials through East 
Germany. The Three Allies (U.S., U.K. and France) protested 
this action in a statement delivered to the Soviet Embassy in 
East Berlin on April 19. To date, there are only three 
confirmed cases of GDR authorities turning back FRG officials 
on the basis of this ban. Two were relatively minor officials; 
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the third v;as the Governing Mayor of Berlin, Klaus Schuetz, 
v.'ho is also currently President of the Bundesrat (Federal 
Council), the upper house of the FRG parliament this month. 

GDR officials indicated that it v^as the latter position that 
resulted in the refusal to let Schuetz travel on the Berlin- 
Helmsted autobahn to the FRG on April 26. 

Identical letters protesting the illegality of this GDR 
interference with Berlin access were sent to the Soviet 
Ambassador in East Berlin by the three Allied Ambassadors in 
Bonn. These letters reminded the Soviets of their responsibility 
to provide access. NATO has been briefed on the situation 
and the FRG has proposed a series of diplomatic countermeasures 
to try to force the Soviets to tighten the reins on the GDR. 

The possibility of trade and travel restrictions on the GDR 
is also being studied by the three Protective Povjers and the 
FRG. 


The motives of the Soviet Union and the GDR in stirring 
up the Berlin access problem right now seem to include the 
following: 


1. The East Germans are becoming increasingly 
isolated even within the Soviet bloc. In 
addition, they are pretty thoroughly isolated 
from the major international trends and 
activities of the day (e.g., they are absent 
from the NPT debate in the UN; they view with 
alarm the trend toward liberalization in some 
parts of the Soviet bloc and the first small 
steps now being taken to bring together the 
tv;o parts of Europe) . One of the few v;ays 
available to Ulbricht to exercise leverage 
on both his friends and his adversaries is 
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the GDR's de facto hold on German ground 
access to Berlin. He is now using this 
to shov7 everyone that the GDR is still 
around and has to be reckoned vjith. For 
the longer range, the East German regime 
may also hope that it can gradually, by 
salami tactics, assert an increasing degree 
of access control, reduce the free flow of 
traffic, and strangle West Berlin. 

2. The Russians may wish to use Berlin 
frictions as a v;ay of maintaining their 
hold on the increasingly restive East 
European countries. They may also be 
vjilling to let the GDR demonstrate to Bonn 
one side of the stick and carrot technique 
(Tsarapkin's v/illingness to talk with 
Brandt about non-aggression pacts being 
the ’'carrot*'). Finally, it is not unlikely 
that the GDR initiated the decrees and 
access interruptions on its own, with the 
Soviets acquiescing but not pushing the 
GDR into these acts. 


We X’^ill have to see, through quiet diplomatic intercession 
with the Soviets, whether the Soviets can be brought to recognize 
that some of the objectives they themselves say they have in 
mind for Central Europe (e.g., German acceptance of NPT, 
avoiding challenge to the status quo there) are put in jeopardy 
by the GDR's challenge to free German access to Berlin. If 
we can interest the Soviets in this, the result x^ill not be 
a sudden retraction by the GDR, but more probably an unannounced 
diminution in the number of interruptions and denials of access. 

There will probably be a rescission, vjithout a major crisis, 
of the immediate problem over German officials' access to 
Berlin, since the Soviet Union retains strong controls over the 
East Germans*, has not challenged the Allied regime in West 
Berlin; and gives no indication of wishing to provoke a major 
confrontation over the issue. The protests already made to the 
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Soviet Union have led to some easing of East German interference. 
There are other measures available for use if necessary, includ- 
ing higher-level discussions vjith the Soviets and graduated 
Western economic countermeasures against East Germany. 

The Berlin problem can probably be solved finally onl.y 
in the context of a growing together of divided Europe of 
V7hich it is a microcosm. In the meantime, we should use the 
political, diplomatic, and economic means at our disposal to 
counter threats as they arise. These would include engaging % 
the Soviet Union's own interest in not disturbing the status 
quo; East German economic interests and fear of isolation; 
and a clear understanding on our own side of the serious 
consequences to ourselves if Berlin v;ere allovjed to die on 
the vine. The damage to our relations with the Federal 
Republic; to Western confidence in our commitments and 
resolution; and to Soviet restraint based on their respect 
for our power and determination to protect our European 
interests, would be very great. 

B. German Reunification and Eastern Policy - One FRG 
major foreign policy goal remains the reunification of the 
German people. The Eastern policy of the governing coalition 
(better relations with Moscow, relations short of formal 
recognition with East Germany and diplomatic relations with 
the Eastern^ European states) reflects an effort to shake up 
existing rigidities pn the hope of developing a climate or, 
at least opportunities, for ultimate reunification steps. No 
responsible German has a reunification timetable but most 
politicians are convinced that reunification can come about in 
some fashion. The leaders of the FRG know that at best it 
will be a slow process, and they will have to be patient! 

Relations have been established with Romania and reestab- 
lished with Yugoslavia. The Czechs, treading cautiously to 
avoid Soviet reaction to their internal liberalization, will 
probably delay establishing diplomatic relations with Germany 
for a year or two, but closer economic ties are probable. 
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Barring unforeseen circumstances flowing from the present 
turmoil in Poland, the Poles can be expected to resist FRG 
blandishments longer than the others. The USSR will 
resist any increase of German influence in Easteria Europe, 
but eventually may try to weaken German ties with the West, 
using German desire for reunification as bait. For the 
foreseeable future, however, the Soviets will not allow the 
GDR to be absorbed by the Federal Republic, nor is the 
Federal Republic likely to be seduced into abandoning NATO 
and EEC. More proba'i'ly, we are seeing the beginning of a 
long process of greater interchange and discourse between 
thc' two parts of Europe, to which current FRG policy has made 
an indispensable contribution. 

Thc FRG Eastern policy is consistent with our own. In 
fact, rhe FRG probably was influenced tov/ard greater flexi- 
bility by the U.S. example. Nevertheless, there has been 
German sensitivity to the U.S. reaction as the FRG seeks to 
open a dialogue with the Soviet Union. German press reports, 
private gossip in Bonn and reports by German travelers 
returning from the U.S., all have been quoted to the effect 
that the U.S. is worried that the FRG is too accommodatiiig 
tov7ard the East, talking with the Russians behind our backs, 
etc . 


The U.S. Posi t ion - The highest U.S. officials have 
assured the FRG time and again that we think German Eastern 
policy is wise, and that we understand and sympathize with 
it. We will have to show patience and sympathetic understand- 
ing on this score for some time to come. At the same time, 
we have a right to expect the FRG to keep us fully informed 
about their conversations with the USSR. 

C. Non-Proliferation Treaty (NPT) - Beginning in 
Jaiiuary, 1967, we have conducted hundreds of consultations with 
the Germans about the NPT. The Germans have had some serious 
objections to the Treaty text, most of which have been met. 
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Essentially, however, they remain lukev;arm. For one reason, 
they feel that the Soviets v?ant it primarily to hurt German 
security; the Germans in turn don't like to make this kind 
of commitment to their enemies (a commitment they did not 
mind making in 1954 to their NATO Allies) . Many Germans 
feel they will have to sign the Treaty. This realization 
docs not malce them any happier. Brandt's SPD, in general, 
advises adherence; Kiesingcr's CDU is either opposed or 
].ukevjarm. Principal opponents of the Treaty include the 
leader of the Bavarian wing of the CDU, the CSU--Franz 
Josef Strauss. 

The U.S, Position - We believe the FRG should adhere 
to the Treaty both because the Treaty is valuable in itself 
and because FRG policy objectives in relations v;ith other 
Western nations and with Eastern Europe would suffer if the 
FRG impedes or rejects the NPT. 

D. European Securi t y Questions kHien the Chancellor 
speaks of the future of Europe, v?e know he is not thinking 
of a Europe V7hich would in any way be hostile to the United 
States. He foresees our acting together in friendly agreement. 
Beyond that, it is less clear what he has in mind. It does 
seem, hovjever, that the Germans toda)'' prefer a Europe related 
to the U.S. in a partnership of equals rather than in what 
used to be called the Atlantic Community framev7ork. 

Although the Germans sense that European arrangements 
are presently in flux, they continue to rely on NATO as 
the surest guarantee of German survival, at least under 
foreseeable circumstances. They recognize that the U.S, 
with 200,000 men in Germany and its nuclear capacity is the 
best guarantor of German security. At the same time, they 
are aware of our need to neutralize foreign exchange losses 
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incurred by stationing our troops and their dependents in 
Gemany. Between 1961 and 1966 the German Government 
purchased military equipment here in the amount of 
$600-$700 million annually. In 1966, the Germans no longer 
found it possible to make military purchases of the previous 
magnitude. The current arrangement (German purchase of ■ 
$500 million worth of medium-term Treasury securities) 
expires June 30. US/FRG talks in Washington May 9 and 10 
resulted in an impasse. The German offer to continue 
cost neutralization for one year at the $500 million 
level was unacceptable to us in view of the anticipated 
net foreign exchange loss of about $770 million. We pointed 
Out the seriousness of our balance of payments situation, 
congressional pressure for troop reductions, and the 
favorable FRG balance of payments position. There was, 
however, no give in the German position. The talks were 
adjourned for two or three weeks to permit the FRG to 
review the matter with the Bundesbank and in the Cabinet. 

We still expect to achieve agreement. 


E. International Monetary Problems - The strong 
measures announced at the end of the year by the President 
to correct our balance of payments problems and to control 
American investment overseas were accepted by the FRG as 

a welcome step, although there is concern that we may 
adopt additional restrictive trade measures. To counter 
the need for US restrictive measures, the FRG has proposed 
European concessions in Brussels to encourage US exports. 

In Washington during gold discussions and later at 
Stockholm the Germans have been very helpful in maintaining 
the international monetary system. 

F. Relations with France - The relationship with 
France is important for the Federal Republic because a) 
rapprochment with France has wide popular appeal; b) the 
Franco-German tie is necessary for progress toward a more 
united Europe, eventually; 
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c) association with France may help German efforts in Eastern 
Europe. The promise of closer ties with France was a key 
policy plank of the coalition (in contrast to Erhard's alleged 
neglect to this relationship) . 

The above considerations sometimes put the Germans in 
positions where they come perilously close to having to choose 
between their basic security interests (NATO/USA) and their 
relations vyith France. This is a choice which the Germans 
assiduously avoid. Nevertheless from time to time the Germans 
publicly disagree with the French on issues such as: 1) unity 
with the United States and others in Stockholm on the two prices 
for gold and the additional drav.’ing rights; 2) continued need 
for NATO protection and specifically United States protection 
at a time v.’hen France has withdravyn from the Alliance in all 
but name; 3) FRG desire to expand the EEC to include the United 
Kingdom. The Germans in fact seek to maintain a friendly tone 
in their relations with France while disagreeing vjith many major 
elements of Frencli policy. 

U.S, Policy - We should continue to express understanding 
for German desires for good relations "with France. At the same 
time, V7e expect the Germans to keep the United States fully in- 
formed of any Franco-German agreements or planning that affect 
our interests and security arrangements. 

G. Political Extremism - Political stability under a 
democratic government is clearly a primary American objective 
in Germany. As if recognizing this, the radical movements 
of both the right and left share a virulent anti-Ajnericanism . 

The extreme right, represented by the National Democratic Party 
(NPD) , is now seated in all but two of the German state parliaments. 
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It bad its greatest victory in Baden-Wuerttemberg on April 28 
wi tl-i almost 10 percent of the vote. It is likely to gain 
Bundestag representation in 1969. Although it may not grov.-' 
inucli more, its major importance is that the major parties may 
during the 1969 elections try to pre-empt some NPD attitudes 
in order to attract voters. Furthermore, NPD grovjth causes 
public uneasiness in other countries, including the United 
States and other NATO members, and has been and vjill be 
exploited by the USSPx. in savage propaganda attacks against 
the FRG. Left-wing anti-Americanism has found little echo 
among the population except with respect to the war in 
Viet-Nam, which has been exploited as an issue by left-wing 
elements . 

There has been some concern expressed in Eastern and 
Western Europe that the recent grovjth of the NPD may mean 
that Germany could repeat the process by which the Nazis 
came to power in 1933. It is important to bear in mind 
that there are fundamental, differences in conditions nov7t 
the German economy is nov; strong; Germany is now no longer 
politically adrift and alone in a hostile Europe; it is no 
longer potentially the strongest military and industrial 
power on the entire continent; its people have been through 
the experience of Nazism once, and except for the ten 
percent fringe (which Germany has in cormTion v.’ith many 
other countries) , the German people have not shown an 
inclination to repeat that tragedy. 

U.S. Posture - We can do very little directly about 

right radicalism in Germany. We should (a) recognize that 

90 percent of the electorate has consistently voted against 

the NPD; (b) avoid official public comment on vjhat is after 

all an internal political matter; (c) be aware that the NPD 

is fed by the absence of any other means for registering 

strong protest on election day; and (d) see that frustration 

in the pursuit of legitimate German national aims feeds 

nationalist extremism. Basically this is a problem the 

Germans v;i].l have to meet themselves. Sharply aware of 

their past history, the Germians know perfectly w’ell from 

the press alone v;hat the outside world thinks of the NPD. 

Official public comment from abroad only feeds extremists. 

*■ 
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To the degree that U.S. policies contribute to general 
economic soundness in Europe, intra- European cooperation 
in vjhich Germany participates, and to an evolution that 
gives hope for progress toward the healing of the division 
of Germany, v^e will contribute to conditions that make 
highly unlikely the emergence of extremist groups as serious 
contenders for power in the ERG. 
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May 6, 1968 


MEMORANDUM FOR THE NATIONAL SECURITY COUNCIL 


The attached paper prepared by the State Department will 
Sorve as tne basis of discussion of our policy toward Germany 
cl ^ National Security Council Meeting 
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J. Germany in Pcr spective 

The advent of the present Bonn Government in December 196G 
marks a turning point in German-American relations. The 
Adcr auer-Erhard years V7cre 3 ^ears of German dependence upon 
the United States, v?ith the FRG accepting U.S. tutelage in 
return for our security guarantees and our support for German 
efforts to rebuild a prosperous and respected nation. The 
fall of Erl-'rd l.ate in 1966, and the creation of the Kiesinger- 
Brandt government, signalled the evolution of German policy 
tomard greater emphasis on the pursuit of reunification of 
their divi.ded nation. The relative absence of crisis in 
Europe and the public belief that Soviet aggression had 
become somc;V7hal; less likely; the grov.-'th of a detente 
psychology; the passage of >n5ars since 1945 and the erosion 
of the post-vrar fears and sense of guilt; de Gaulle's 
rekindling of nationalism first in France and then elsexvhere 
in Europeg all contri.buted to greater German sense of 
indc'pcndcnce from tutelage, fmd more active efforts to lay 
the ground\vork for eventual reunification. In Germany, hovj- 
eveu:, this has taken place v/ithout serious strain on FRG 
tics v:'ith NATO, and without rupturing cooperation and partner- 
ship with the U,S. NATO and the U.S. are still regarded in 
Germany as the, basis of securit}^ on which German efforts to 
pursue reunification rest. 


The Kiesinger-Brand t govermoont ' s main single policy- 
innovation has been the pursuit of a more flexible Eastern 
policy aimed at opening a dialogue with the Soviet Union, 
improving relations vjith the Eastern European states, and 
scel:ii!t; to extend the FRG ' s ties v;ith East Germany (short 
of recognition) , The FRG regards improved relations X'jith 
the East as a contribution to European peace and stability; 
but, at least equally important, it is a necessary prelude 


to progress tov’nrd reunification, 
up to now have been mod 



The results of thi.s policy 

The 
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Gcrn'an leaders have been avaire that they are pursuing difficult 
and long-range goals v’ifh their Eastern po].icy, and that results 
v.n' ] 1 L>e slov; at best. 


II. U.S_^ Pol i cy Obj ectives 


VJe seed;, in the fraraevjorl; of a stable and secure European 
c’-OiTivamlty , a friendly unified peaceful and democratic Germany. 
\litl'i these goals in mind, our specific objectives are to 1) 
maintain the excellent and confident bilateral rel.ations \-ie enjoy 
v;ith the Federal PvCpublic at all levels; 2) encourage continuing 
German support of European integration; 3) promote continuing 
German confidence and participation in maintaining the security 
of the West vjithin tlie NATO framework ; 4) promote German co- 
operation in meeting global economic and financial problems; 

5) assure the continued freedom and viability of Berlin; and 

6) help promote tlie eventual peaceful reunification of Germany. 

III. Problem. Areas 


A. Berl in - Our pol.icy is to seek to preserve access to 
the city; maintain the confidence of the Berliners in our ability 
to keep tlie city free; and maintain Allied solidarity to the 
degree possible in llie face of serious problems V7ith France 
in matters external to Berlin but occasionally affecting Berlin 
directly. We must assure tliat our relations vjith Berlin official 
are kept harmonious; and support the principle of close political 
and economic relations between Berlin and the Federal Republic 
but avoid allovjing serious confrontations v;ith the USSR over 
Berlin to develop, as far as this can be done without abaiidoning 
our responsibilities and rights. 


The Soviets have given the East German regime a certain 
amount of latitude on Berlin access matters. On March 10, the 
East Germans issued a “decree" banning members of the right- 
radical KPD party of the FRG from traveling to and from Berlin. 
This v.7as follov7cd on April 13 by a ban on the travel of FRG 
cabinet members and other high FRG officials through East 
Germany. Tiie Three Allies (U.S., U.K. and France) protested 
this action in a statement delivered to the Soviet Embassy in 
East Berlin on April 19. To date, there are only three 
confirmed cases of GDR authorities turning back FRG officials 
on the basis of tlrls ban. Tv:o V7ere relati.vely minor officials; 
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the tfii.rd v^as the Governing Mayor of Berlj.n, Klaus Schuctz, 
v;i)o is also curi'ently Presiderjt of the Buridesrat (Federal 
Council), tl!c uppei- house of tlie FRG parliament this nioailn. 
GDR officials indicated that it v;as the latter position that 
resulted in the refusal to let Schuetz travel on the Berlin-- 
Heliiistcd autobahn to the FRG on April 26. 


Identical letters protesting the illegal.ity of this GDR 
interf ertiice Xvith Berlin access \-7ere sent to the Soviet 
Arnbass.ador in East Berlin by the three Allied Ambassadors in 
Bori]!. These lettc-rs reminded tl)c. Soviets of their responsibility 
to iu:ovlda access. N.\TO has been briefed on the situation 
aiid tiic FRG has proposed a series of diplomatic countermeasures 
to try to force the Soviets to tighten the reins on the GDR. 

Tiie pe ns 3 hi lity of trade and tiaivel restrictions on the GDR 
i s all 
FRG . 


‘ o being studied by the three Protective Pov/ers and the 


The motives of tl'ie Soviet Union and the GDR in stirring 
up the Berlin access problem right now seem to include the 
follov.-ing : 


1. The Ea st Gerrn_ans are becoming increasingly 
isolated even V7itbin the Soviet bloc. In 
addition, they are pretty thoroughly isolated 
from the major International trends and 
activities of the day (e.g., they are absent 
from tlie KPT debate in the UN; they vievj with 
alartn the trend tovjard liberalization in some 
parts of the Soviet bloc and the first small 
steps nov; being taken to bring together the 
tv?o parts of Europe) . One of the few ways 
available to Ulbricbt to exercise leverage 
on both his friends and his adversaries is 
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I'he GDR ' s de facto hold on German ground 
access to Berlin. He is nou'' using this 
to .show everyone tliat the GDR is still 
around and has to be reckoned \vith. For 
the longer jrange, the East Geruian regiriie 
may also hope that it can graduall}?, b}'' 
salacii tactics , assert an increasing degree 
of access control, reduce the free flovj of 
traffic, and strangle V/est Berlin. 

2. The hussyans may vjish to use Berlin 
frictions as a v:ay of maintaining their 
hold on tlie increasingly r-estive East 
European countriCvS. They may also be 
vjilling to let the GDR demonstrate to Bonn 
one side of the stick and carrot technique 
(Tsarapkin's v?il]ingness to talk v;ith 
Brandt about nori-aggression pacts being 
the '“carrot*'). Finaliy, it is not unlikely 
that the GDR initiated tlie decrees and 
access interruptions on its ov’ii, with the 
Soviets acquiescing but not pushing tlie 
GDR into these acts. 

Ue vjill have to see, througdi quiet dipi.omatic intercession 
with, the Soviets, v.hetlier the Soviets can be brought to recognize 
tiiat some of the objectives they themselves say they have in 
mind for Central Europe (c.g., German acceptance of KPT, 
avoiding challenge to the status quo there) are put in jeopardy 
by the GDR ' s challenge to free German access to Berlin. If 
vje can i.nterest the Soviets in this, the result v?ill not be 
a sudden retiraction by the GDR, but more probably an unannounced 
diminution in the number of interrupti.ons and denials of access, 

Thci.'G v/ill probably be a rescission, 'without a major crisis, 
of the imsediate problem over German officials' access to 
fk'rlin, since the Soviet Union retains strong controls over the 
Eas t Germans', has not challenged the Allied regime in West 
Berliig and gives no indication of v;ishing to provoke a major 
confronta Lioii over the issue. The protests already made to the 
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Sovj.G't Union hove led to sojie cnsing of East German interference. 
Tliere are otiicr mc'asures ovallalile for use if nc'cessary, includ- 
ing h i glicr-lcvel discussions v?ith the Soviets and graduated 
Western economic; counteinneasures against East Germany. 


The Berlin per obi cm can p'robably be solved fj.nnlly only 
in the context of a grov/ing together of divided Europe of 
v.lri ch it is a niicrocosm. In the meantime, v;e should use the 


political, diplomatic, and economic inecCns at our disposal to 
coiiiiter threats as they crri.so . These \70uld include engaging, 
the Soviet Union's own interest in not disturbing the status 
quo; East German economic interests and fear of isolation; 
and a clear understanding on our own side of the serious 
consequences to ourselves if Berlin vccre allowed to die on 
the vine. The da o-age to our relations \vith the Federal 


’Rc'iniblic; to Wc'.stcrn conf J.cler.ce in our commitments and 
resc>lution; and to Soviet restraint based on tlieir resp'jcct 
for oar poveer and determination to protect our European 
interests, vjould be very great. 


Gftmdsn Reunification an d Eastern Policy - One FRG 
major foreign policy goal remains the reunification of the 
GeriiOji people. Ihe Eastern pc'slicy of thc' governing coalition 
(better relations wmith Moscoc.g relations short of formal 
recognition v.'ith East Germany and diplomatic relations v/ith 
the Eastern European states) reflects an effort to shake up 
existing rig^idi.t i t;s Pn the; liopc of developing a climate or, 
at least opportunities, for ultimate reunification steps. No 
responsible German has a reunif icati^on timetable but most 
politicians are convinced that reunification can come about in 
some fasliioii. The leaders of thc FRG knov; that at best it 
wnll. be a slov/ process, and they V7il 1 have to be patient. 

Relations have been estcsblished v?ith Romania and reestab- 
lished v?ith Yugoslavia. The Czechs, treading cautiously to 
avoid Soviet reaction to their internal liberalization, will 
probably delay establishing diplomatic relations w^ith Germany 
for a year oi' tv?o , but closei: economic ties are probable. 



Approved For Release 2003/09/02 : CIA-RDP80B01676R0029001 00005-7 



Approved For Release 2003/09/02 : CIA-RDP80B01676R0029001 00005-7 



Lsrr'-i.ng urif circs eon clr c-urnstcincc'C! flov7ing from the. present; 
tin'iooil in Pol and, the Poles Ccon be exn ctecl to resist FRG 
blandisliT cents longer than the others , The USSR v/ill 
resist any increase of German influciice in Eastern Europe, 
liuL C'ventna ] ly may tj:y to veeaben Gcirman ties with the West, 
usin;, German desire for reurr.ificati.on as bait. For the 
f oresocable future, however , the Soviets v?ill not alloxt the 
GDii to be alisc'rlred by the Federal Republic, nor is the 
Federal I'.cpnblic likely to bo seduced into abandoning NATO 
ciud EEC. liore probably, v;e are seeing the beginning of a 
long process of greater interchange and discourse bctv7ecn 
the tV'O parts of Europe , to v.’hich current FRG policy has made 
a n i n d i s p c n s a 1:> 1 e c o n t r ibu t i o n . 

The VllG F-'Stern policy is consistent with our erwn . In 
fact , the FRG jurobably wa s influenced tocrard greater flcxi- 
bilit)? by the 11 . S . cxansplc. Nevertheless , there has been 
GeriTicn sensi ti.\-it'y to the U.S. reactioni as the F‘RG seeks to 
open a di al.ogue witli the Soviet Union. German press reports, 
private p.ossip in Bonn and rcport'.s by German travelers 
returning the U.S., all !.>avc been ciuoted to the effect 

t li <c t 1 1 . 1 e U . S . is Vv o j: r i e d t h ,c. t t li e FRG i. s too a c- c omrn o d a t i. n g 
to\:ai'd tlie East, taliring v.rltdi the Russians behind our backs, 
c-te . 


Th.e U . S PorjiJr.lcjn - The higjiest U.S, officials have 
ascured the FRG time and again that v;e think German Eastern 
policy is cvise, and that \vc understand and sympathize with 
it. We \:ill. have to shov/ p.'.tience and sympathetic under st-'nd- 
i ng on this score for some time to conic. At the same time, 
we have a right to expect the. FRG to keep us fully informed 
about their conversa tions \vith the USSR, 

C. hori-Prol^iftyraj^nion _Tre_aty -- Beginning in 

January, 1967, we have conducted iiundre.ds of consultations \vith 
I hr; Germaiis ariou^ tlie NPT . The Germans have had some serious 
oh j ections to the Treaty text, most of v.drich have been mot. 


CCk^lDEETTAL 
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CONrj:<01'NTTAL 


]]s sen lal] y 5 honever, they remain 1 ukev;'arin . For one reason, 
tlio) feel tlic'it the Soviets vjant it prjnnarily to hurt Gexrnavi 
see :ily; the Genaans In turn don't like to make this kind 
of corrard.tmc.iit to tVieir enerales (a commitment they did not 


mind rraka.np in 1954 
feal. Llioy v/ill have 
doc 5’ not mel'C them 
advisc's adlice: ence ; 


to their* KA'JO Allies) . Many Germans 
to sign thc^ Treaty. This realization 
any happier. Brandt's SPD, in genera]., 
Kiosinger's CDU is either opposed or 


J.ul:c vrrrm. Princi])-::! opponents of the Treaty include the 


loader of tlie. Bavarian v?ing of the CDU, 


the eSU- -Franz 


Josef Strauss. 


Xrhh l^osiUru •• Ue believe the F'RG should adhere 

to Ihc' Tre-aty botli becciuse the Treaty is valuali] e in itself 
and because FRG policy objectives in relations irith other 
\k;sLcvrii nations and mith EastC'rn E’uropc v.’ould suffer if the 
IjlG impedes; or rc?jects the NPT. 


D. European Security Qiicostions - Whe.n the Chancellor 
spec ks of the f u ture of Europe, v?c know he is not thinking 
of a Europe vaiich would in any way be hostile to the United 
St a 'os. he; foresees our a.'; ting togetlicr in friendly agreement. 


Beyond the 


' U 


it is less clear what he has in mind. It does 


£;eevs, hov.m’.vGr , that the Gormans today prefer a Europe i"elated 
to the U.S. in a partnership of equals rather than in v^hat 
u;,cd to be ccilled the. Atlantic Community framework. 


Althoug’n tlie Germans sense that European arrangements 
arc presently in flirr, they continue to rely on NAIX) as 
the surest gu.arantee of German survival, at least under 
fori.'seeable clrcuviS tances . They recognize tliat the U.S, 
\?itli / 00, 000 men in Gernsany and its nuclear capacity is the 
best guarantor of Ge.j.'aian security. At the same time, they 
are awrnre of our need to neutralize foreign exchange losses 
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ip.currcd by stationing our troops and their dependents in 
Ger.'.'.any . Between 1961 and 1966 the German Government 
purchased military equipment here in the amount of 
bo00-$700 million annually. In 1966, the Germans no longer 
round it possible to make military purchases of the previous 
magnitude. The current arrangement (German purchase of 
$500 million worth of medium-term Treasury securities) 
expires June 30. US/FRG talks in Washington May 9 and 10 
resulted in an impasse. The German offer to continue 
cost neutralization for one year at the $500 million 
level was unacceptable to us in view of the anticipated 
net foreign exchange loss of about $770 million. We pointed 
out the seriousness of our balance of pa37ments situation, 
congressional pressure for troop reductions, and the 
ravorable FRG balance of payments position. There was, 
however, no give in the German position. The talks were 
adjourned for two or three weeks to permit the FRG to 
review the matter with the Bundesbank and in the Cabinet. 

We still expect to achieve agreement. 

E. International Monetary Problems - The strong 
measures announced at the end of the year by the President 
to correct our balance of payments problems and to control 
American investment overseas were accepted by the FRG as 

a welcome step, although there is concern that we may 
acopt additional restrictive trade measures. To counter 
tne need for US restrictive measures, the FRG has proposed 
European concessions in Brussels to encourage US exports. 

In Washington during gold discussions and later at 
Stockholm the Germans have been very helpful in maintaining 
tne international monetary system. 

F. Relations with France - The relationship with 
France is important for the Federal Republic because a) 
rapproenment with France has wide popular appeal; b) the 
Franco-German tie is necessary for progress toward a more 
united Europe, eventually; 


CONFlbSNTIAL 
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c) nssoc;i. L ion \:il h France may help German efforts in Eastern 


IFiropt:. The p: 
]Jo1 j cy pl; n]c oi 
ncplect to thi: 


ocrlse of closer ties with France v?as a key 


c o n ]. i t i o n (in con t r a s t t o E r h a r d ' 


th 


7'eli^tionsbip) 


alleged 


The above considerations sometinies put the Germans in 
positrlons \;liere tiney come perilously close to having to clioosc. 
bct’..een tiieir basic securit};' interests (KATO/USA) and their 
relations \7ith Fr.-uicc . This is a choice which the Germans 
assiduously avoid . Keverthel ess from tine to time the Germans 
publicly di.s agree v.nitli the Frencli on i.ssues such as: 1) unity 

vsii'i: the Uaitccl States and others in Stockholm on the tv?o prices 
for gold r.i'id the addi.tional dravti.ng rights; 2) continued need 
for NAIO protection and specifically United States protection 
at a time \'hen France; lia s v.’ithdrax-’a from the Alliance in all 
but name; 3) FUG desire, to eapand the EEC to include the United 
Kiig d;'m. idle Gear. sens in fact seclc to maintain a friendly tone 
in their 'relations \vith Erance while disagreeing with many major 
cle; .evits of Frencli policy. 


}to3 icy - Vie rdrould continue to express understanding 
for German desires for good rolatioas v?ith France. At the same 
t-iiic , we expect tlic Germans t o keep the United States fully in- 
fo;- 1 !cd of any Franco-German agreements or planning that affect 
our interests and security arrangements . 

C. Political Extjreniisin -- Political stability under a 
democratic govern cent is clearly a primary American objective 
in Germany , As if recognizing this, tlie radical moveinents 
of both Ills riglit and left share a virulent anti-Americanism. 

The exLre ;e rigl.t, represented by t:he National Democratic Party 
(Nrii) , is no\,- seated in all but t ,.o of the German state parliament 
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j !: bad its greatest victory in Baden-dsbierL temberg on AprJJ. 28 
vjitli almost 'lO pcrcont of the vote. It is likely to gain 
Jiirii.e Q f, tag rt'pr s entat'ion in 1909. Although, it. may not grox-7 
i.i.icli !:iore, Its major importance is that the major parties may 
durJng the 1969 el. actions try to pre-empt some MPD attitudes 
in ordar to attract voters. Furthermore, NPD grovtth causes 
public, uno.'. incss in other countries, including the United • 
Stat es and ot iicr FATO mc^inbcrs , and has been and vjil.l be 
expl oi ted In/ the USSR in savage propaganda attacks against 
tlic FI’G. ]..cf t-vaing anti.-Amei' icanisin has found little, echo 
among the population except v.-lt.h respect to the v?ar in 
Viet -Ram, varndi h.ui been exploit.ed as an issue by left-v?ing 
cl.c''!C;‘nt:s . 


I'hcrc has bcc;ai some concern expressed in Eastern and 
VJesiern Evironc that the recent growth of the NPD may mean 
that Germany could repeat the process by \diich the Nazis 
cans'..', to pov.-or in 1933. It is important to bear in mind 
tliat there are fundamental differences in conditions now: 
ti)c. German economy is nov; strong; Gcrinany is no\i no longer 
politically a.drlft and alone i.n a hosrtile Europe; it is no 
lo!r,cr potentially tlie strongest military and industrial 
povoer on the entire continent.; its people have been through 
tin.: experic.ncc of Nazis;.n once, and except for the ten 
pcu'cent fringe (v.'lii.ch Gcrii'.any has in conmon with m.any 
other countries) , the Gerir!a.n people, have not shourn an 
inclination to repeat that ti'age.dy. 


IJ.S. Po.sturo - Uc can do very little directly about 
right”radicaii sm in Germany . Wc should (a) recognize that 
90 percent of the- electorate has consistently voted against 
the Id’D; (b) avoid, official public comment on v.’hat is after 
all an internal political matter; (c) be a’xare that the NPD 


is feu b}' the absence of any other means for registering 
stj'ong, protest on election day; and (d.) see that frustration 
in the pursuit of legitimate German national aims feeds 
nationalist extremism. Basically this is a problem the 
Germans v.ill biwc to meet themselves. Sharply aware of 
their past liistory, the Germans knovj perfectly well from 
the press an] one what the outside v;orld thinks of the NPD. 
Official public comrent from abroad only feeds extremists. 


CONFikD Eb^TTA T. 
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o tlie cicgrec tliat: U.S. policies contributr'. to general 
ic EOLrndness in Europe, infra- European cooperafion 
all Geri'iiany participates , and to an evolution that 
lion.; for progress tov7ard the healing of the di.visiu:»n 
ir;any . vjc, v.rill confribute to conditions that iviake 
uni il:cly tlie. einorgence of extremist groups as serious 
dors for po\’er in the FUG. 
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